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On Jan. 10, the administration of President Violeta Chamorro put an end to weeks of speculation
and rumors, announcing a 20% devaluation of the cordoba. The measure brought the exchange
rate from five cordobas per US$1 to six per US$1. The international financial organizations had
reportedly been recommending devaluation since October 1992. Exchange rate policy was also
modified, with the previous fixed rate dropped in favor of monthly mini- devaluations designed
to keep the exchange rate adjusted for inflation. According to central bank president Evenor
Taboada, the mini-devaluations will not exceed 5% over the course of the year. As a consequence,
by 1994 the cordoba should stand at 6.30 per US$1. The devaluation and the policy change seek to
stimulate exports and investments, generating increased economic growth. The government also
announced a package of tax and utility rate hikes and a wage freeze. Included are a 25% import tax
on luxury goods, new taxes on automobile imports, public service and utility rate hikes ranging
from between 10% and 15%, and an 18% increase in the price of petroleum products. Predictably,
the new measures have been applauded by private sector representatives and condemned by the
trade unions. Both pro- and anti-government union federations urged the Chamorro administration
to implement supplementary measures designed to soften the blow to workers hit hard by the
overnight plunge in purchasing power. In a Jan. 14 press release, the opposition Sandinista National
Liberation Front (FSLN) criticized the measures as insufficient to revive anemic production levels,
while at the same time representing an additional burden on the country's already impoverished
majority. (Sources: Agencia Centroamericana de Noticias-Spanish news service EFE, 01/12/93;
Agence France-Presse, 01/12/93, 01/14/93)
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